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Notes of the Month 


The Barcelona Strikes 


THE extent of the recent strike at Barcelona, in a country where 
strikes are illegal, has probably come as a surprise to many people, 
not least perhaps to Franco himself. Although this is the largest 
strike so far organized under the regime, it is by no means the first. 
In May 1947 about 60,000 workers in Bilbao struck because some 
of their number had been penalized for refusing to work on May 
Day. Despite strong pressure they held out for ten days. About 
40,000 workers were affected by the penalties which followed, in- 
volving heavy pay cuts and loss of seniority rights. Later in the 
same year one thousand workers at the Barcelona gas plant went 
on strike for four days but returned to work when the Government 
sent in troops to operate the plant. There have been strikes of en- 
gineering students in November 1949 at the School of Naval En- 
gineering and in October 1950 at Madrid University. In each case 
the students saw their opportunities for employment threatened by 
outside competition arising from Government measures, but were 
successful only in obtaining promises from the Government to 
review the situation. And there have been other small strikes. 

More recently the tide seems to have turned in favour of the 
strikers. A demonstration by Madrid bank employees who paraded 
boldly down the Alcala, Madrid’s Piccadilly, in November 1949 
with demands for better pay and conditions was broken up peace- 
fully by the police but resulted in the payment of bonuses to their 
employees by the banks and a review of salary scales. Some said 
that the procession was winked at by the Government who were 
glad to bring pressure on the banks. In January 1950 Madrid taxis 
simultaneously developed ‘engine trouble’ following a rise of nearly 
50 per cent in the price of petrol, a Government monopoly. ‘The 
strike lasted only some twelve hours, but resulted in the sanction of 
a rise in taxi fares. 
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Then came the Barcelona tram boycott in February of this year, 
following a rise in fares. About 8 February, typewritten leaflets jn 
Catalan and Spanish began to circulate in Barcelona calling upon 
its citizens not to use the trams from 1 March but to go on foot in 
order to force a reduction in the fares which would bring them into 
line with those operating in Madrid. ‘A united Spain? Then let 
there be equality for all,’ finished the leaflet. It also called upon 
the recipient to make four copies and to pass them on to friends 
(if he wished to be an honoured citizen, he should make eight 
further copies!) Later, notices supporting the boycott were 
plastered in the streets and on trams. Clashes between students of 
Barcelona University and the police followed. By 1 March the 
atmosphere was tense, few trams had windows left intact, and each 
was running with a police escort. The most striking solidarity was 
shown by citizens of all classes, and on 1 March everyone walked 
to work leaving the trams circulating empty except for the driver, 
conductor, and police escort. A most impressive sight was a crowd 
which, on leaving a football match, completely ignored the long 
line of empty, waiting trams and footed its way home. The net 
result of this boycott, which lasted several days, was that the tram 
fares were reduced to their former level, while it was promised 
that those arrested during the disturbances would be released. 

Fired by such unqualified success, the citizens of Barcelona were 
in a mood to respond when a few days later (10 and 11 March) 
fresh leaflets appeared calling for a general strike on 12 March as 
a protest against the rise in the cost of living. Although the extent 
of the response probably came as a shock to the Government, the 
latter was not entirely unprepared. Reinforcements of police and 
civil guards had been drafted in the day before the strike. ‘They 
were not, however, able to prevent some 300,000 people (out of 
Barcelona’s total population of about 1,500,000) from participating. 
A feature of the strike was the wide support it received from all 
classes, office workers and housewives spontaneously joining the 
crowd which moved on the City Hall and Food Control Board 
offices, shouting slogans against the high cost of living, the un- 
popular civil governor of Barcelona, and the delinquencies of the 
municipality. Police prevented an attempt to set fire to the City 
Hall, but a number of vehicles were burnt by the strikers and 
clashes with the police were numerous. Casualties were reported 
to be three dead and many wounded, while arrests by the second 
day had mounted to nearly 800. A cruiser and three destroyers were 
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despatched to Barcelona and marines landed. Although there were 
sympathetic strikes in three neighbouring industrial towns in 
Catalonia, the Government soon gained uneasy control of the 
situation. But concessions have since been made to the strikers, 
the civil governor has been replaced, more food has been sent to 
Barcelona, and the strikers have been treated with leniency, those 
arrested being released without penalization. 

The strike raises a number of interesting points. In the first 
place, how was it possible to organize such a widespread demon- 
stration in a police State? Active opposition to Franco has been on 
the decrease since 1948 and a growing sense of security has pro- 
bably resulted in a relaxation of police vigilance, a situation which 
will no doubt be amply remedied as a result of the strike. The 
Spanish economy under the present regime has reached a parlous 
state. ‘The labourer’s wage bears no relation to his cost of living. 
Even official Spanish figures show that prices have risen to seven 
times their 1945 level while wages have risen only three and a half 
times. The gap between prices and wages is in fact very much 
wider. The result is widespread and angry discontent with the 
regime, not only among the working classes but the middle classes 
as well. But fear of another civil war usually inhibits action. In the 
case of Barcelona, prices have risen even more than in other parts 
of the country, while, being the most industrialized town in Spain, 
there is also a background of trade union organization and methods. 
Moreover, there is the strongly separatist and very lively Catalan 
tradition which has been severely repressed under Franco and to 
which the tram strike leaflet made direct appeal. Difficulties of 
doing business under the intensely over-centralized and bureau- 
cratic regime are irksome enough to any Spaniard, but particularly 
so to a Catalan, and it is interesting to note that the Government 
at first ordered that all workers arrested in connection with the 
strike should be dismissed and that any employers who paid workers 
for time lost would have severe action taken against them. It is a 
measure of the business man’s discontent with the regime that the 
employer should be threatened for showing sympathy with his 
striking employees. 

The Government also made a statement that the strike had been 
organized by the United Socialist Party of Catalonia and that its 
Communist sponsors had been supplied with money by people 
prominent in Barcelona’s industrial life. The Franco Government 
has always been prone to label any opposition as Communist, and 
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one of the most interesting points about the strike is that it appears 
to have been organized, not by Communists, but by young Falan- 
gists who have lately shown a growing tendency to act as a ginger 
group to the Government’s social conscience. The trade unions 
in Spain are official and vertical bodies including both employers 
and employees, as in Mussolini’s Corporate State, and the ‘free’ 
elections are for delegates nominated by the authorities. As in any 
country where Government and trade unions are on the same side 
of the barricades, the trade unions in Spain are not in a position 
to represent the workers’ interests effectively. Although the trade 
union leaders in Barcelona issued a note calling on members to 
return to work, there is some evidence of a leaven of restiveness 
among the lower ranks. It is probable that the strike was organized 
partly by these and partly by the students, also Falangists, who had 
been so successful in the tram strike, aided and abetted by in- 
dustrialists weary of the frustrations of the regime. No doubt 
Communists and others were glad to join in a demonstration against 
the Government. 

Franco has for long been living dangerously near economic col- 
lapse—for Spain, unlike Britain, has had no Marshall Aid—but 
with the first instalment of an American loan ( $62-5 million) at last 
within his grasp, the tide seemed to have turned. The spontaneity 
and extent of the Barcelona strike is a lesson not likely to be lost 
on Franco, who has so far proved himself an astute politician. 
While the introduction of stricter security measures is probable, 
and it would be a mistake to underestimate Franco’s power to en- 
force them as long as he has the support of the Army, it also seems 
likely that the Government has understood the writing on the wall 
and its recently expressed sympathy with the economic difficulties 
of the people may find some practical expression. Meanwhile, it 
has probably already crossed Franco’s mind that, provided he can 
maintain the myth of its Communist origin, the Barcelona strike 
may prove a useful bogey with which to frighten the State Depart- 
ment into speeding further loans to Spain. 


From Persia to Morocco: Stresses and Strains in the Near East 


IN this age of political polarization General Ali Razmara, the 
Persian Prime Minister murdered on 7 March, could be regarded 
only as a man of the Right: as Chief of Staff he had put an end, 
with the brutalities that accompany such operations, to the Com- 
munist-organized separatist movement in Azarbaijan of 1945-6. 
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Yet it was evidently to Right-wing extremists that he fell, a martyr 
(in Western eyes) to reason and compromise. 

The financial and other relations between the Oil Company and 
the Shah’s lawful Government are a matter for readjustment from 
time to time in an age of general flux. That Government had 
accepted the Supplemental Agreement of 1949, which nearly 
doubled the royalties payable to the Persian State without new 
obligations on its part, at a time when it urgently needed funds for 
vital and overdue economic development. Furthermore, the Com- 
pany had recently informed Razmara’s Government of its willing- 
ness to discuss a fresh revision ‘on the basis of an equal sharing of 
profits in Persia’, as in the recent agreement between the Arabian- 
American Oil Company and the Sa’udi Arabian Government. 
However, the Persian ‘National Front’, which had twice prevented 
the ratification of the 1949 Agreement by the Majlis (Parliament), 
followed up the crime in the Saltana Mosque by procuring a 
unanimous vote in the Majlis for the Company’s nationalization. 
Despite Razmara’s admonitions to the contrary, they apparently 
imagine that an administrative system (or lack of it) which has 
notoriously failed to provide the barest elements of good govern- 
ment for the wretched Persian masses (whence the ever-present 
threat of Communism) could operate efficiently a colossal industry 
whose technical and sales ramifications are world-wide. It was in 
a similar spirit of invincible unreason that a Persian delegation of a 
generation ago, when the country had lapsed into almost complete 
anarchy, requested the Versailles Peace Conference to re-create a 
Persian Empire extending from the Oxus to the Euphrates. Now 
National Front folly has found expression in an action that seems 
calculated to benefit only the Persian extreme Left. The new 
Premier, Husain Ala, acquitted himself with distinction before the 
Security Council over Azarbaijan, and is by his background 2 man 
of the West. But he was only the Shah’s second choice for Pre.nier; 
at the age of sixty-eight and, as he himself has said, in his present 
state of health, he seems a rather frail Atlas to shoulder the crush- 
ing double weight of Persia’s internal disease and external relations. 

Egyptian, like Persian, extreme nationalism has a nearly fifty 
years’ record of political murder, not least during the last six years. 
The present Cairo beneficiaries of ‘the fruits and sweets of office’, 
however, have no intention of courting martyrdom when foreign 
scapegoats are ready to hand. The agitation, fomented from both 
Right and Left wings, against Britain and the United States has 
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been temporarily outshone by the lurid and artificial glare of Arab 
League atrocity-propaganda against the French in Morocco, which 
was allowed to inflame the Muslim world from Cairo to Lahore 
before being dimmed by belated prudence. It is hoped in the May 
World Today to examine at greater length the factors in the Moroc- 
can dispute. No doubt a country which is half-Arab and half- 
Berber, half-feudal and half-proletarian, with perhaps one per 
cent ‘educated’—1i.e., over-confident and self-important—young 
nationalists, is not ready for independence, and the French have 
both put an end to internal anarchy and provided the material 
basis for a modern State. According to the Manchester Guardian’; 
Paris correspondent (16 March): 


the French distinguish between Islam that they respect and admire, and 
Arabism which they do not. By Arabism they mean all those tendencies 
to autocracy which have been constant throughout the history of Islam 
and which have made of every revolution in a Muslim State simply the 
replacement of one dynasty by another. Arabism in the modern situation 
is also identified with the domination of the Near Eastern Arabic- 
speaking world by four hundred families (as compared to the classical 
two hundred which in France are supposed to be the eternal enemies of 
French democracy). 

... It may perhaps be suspected that the French planners for Morocco 
... cannot admit that Islam, as historically experienced, has in fact been 
a force preventing the evolution of (Muslim) peoples, since they are 
bound in word and in deed to respect the religion of the vast majority 
of the inhabitants of North Africa. In fact, however, the problem of 
North Africa, as of other Muslim countries, is that the good and bad 
sides of Islam cannot easily be separated. 


In other words, the ‘planners’, here as elsewhere, are finding 
themselves constrained to enforce their arbitrary wills upon deeply- 
rooted human habits and institutions if they are not to abandon the 
hope of realizing their abstract blue-prints; and their own ‘scienti- 
fic’ objectivity is one of the first victims. Thus we find French 
propaganda ludicrously depicting the worldly, self-indulgent old 
Pasha of Marrakush as the ‘defender of Muslim orthodoxy menaced 
by Wahhabi reformism, se confondant dans son esprit avec le com- 
munisme’, when what he and his French patrons really seek to 
preserve is Berber feudalism and the superstitions of the sub- 
Islamic popular cults against the relatively purer and more ‘pro- 
gressive’ Islam of the Sultan, the ’ulamd, and the Istiqlal party. 
Nor can we forget that one important interest of the French is that 
their business men may be unhampered in what is euphemistically 
called the mise en valeur of Morocco, and that its warlike moun- 
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taineers may save Frenchmen from finding /a mort pour la patrie in 
Indo-China or elsewhere. 

Meanwhile, both the Syrian Republic and Israel are undergoing 
another of their periodical internal crises, of which no early solution 
seems likely. 


Soviet Budget 1951 

THe Supreme Soviet of the U.S.S.R. (consisting of the two 
Chambers of the Russian ‘parliament’: the Soviet of the U.S.S.R. 
and the Soviet of the Nationalities) met at the beginning of March 
for the customary annual session to ratify laws passed by the 
Presidium in the interim period and—first and foremost—to 
adopt the report on last year’s Budget and the estimates for the 
new one.? 

In his speech Finance Minister Zverev informed the delegates 
that the revenue for 1950 amounted to 422-1 milliard rubles, 
falling short of the estimate by 11 milliard. An unexplained fall in 
the turnover tax accounts for 3 milliard rubles (unexplained, be- 
cause the price reduction of March 1950 should have been taken 
into account in the Budget, which was not passed till June 1950); 
direct taxes were lower by 600 million rubles, though this loss was 
offset by an approximately equal increase in the profit tax; State 
loans show an under-fulfilment of 800 million, and unspecified 
revenue of 6-9 milliard rubles. 

Expenditure, at 412-7 milliard rubles, was 15-2 milliard less 
than estimated, Grants to national economy were 7:1 milliard 
below estimates, and unspecified allocation 7-7 milliard rubles 
lower than anticipated. This is surprising in view of the gigantic 
irrigation scheme and hydro-electric projects inaugurated this year 
and financed chiefly under one or other of these headings. The 
allocations for social and cultural work (i.e. education, health, 
physical training, family allowances, social security, etc.) show an 
unused residue of 3-9 milliard rubles. Against this, defence ex- 
penditure has risen from 79-4 to 82-9 milliard rubles. 

The estimates for 1951 are considerably higher: revenue 457,992 
million rubles, plus another 724-5 million proposed by the Budget 
Commission of the Soviet of Nationalities and adopted by the 
U.S.S.R. Soviet; and expenditure 451,503 million, leaving a sur- 
plus of about 7-2 milliard rubles. 

It should be noted that the Soviet Budget includes the Budgets 

* Pravda, 8-13 March 1951. 
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of the constituent Republics as well as that of the Soviet Union 
itself. The Republics in 1951 will account for 97,504 million 
rubles in both revenue and expenditure (including 54,136 million 
for the R.S.F.S.R., i.e. Russia proper). This is roughly one-fifth 
of the All-Union Soviet Budget, and consists of 77,047 million 
rubles income from republican and 20,457 million from local 
sources; the respective figures for expenditure are 30,210 and 
67,294 million rubles. 

The All-Union Budget revenue, as amended, will derive from 


the following sources: 
1951 (planned) 1950 (actual) 
in million rubles 
Turnover tax 244,746 236,069 
Profit tax 47,208 40,374 
Direct taxes 43,431 35,771 
State loans 33,437 31,013 
Unspecified income 89,894 78,867 


In view of the latest reduction of prices of many consumer goods, 
decreed in February, the higher revenue from turnover tax is 
probably expected to come from greatly increased sales. The profit 
tax represents 61 «4 per cent of the total profit of economic organiza- 
tions, the balance being left at their own disposal for capital 


investments. 
On the other side of the balance sheet we have: 
1951 (planned) 1950 (actual) 
in million rubles 
Grants to national economy 178,474 157,312 
Social and cultural 120,785 116,818 
Defence 96,376 82,867 
State administration 14,295 13,848 
Unspecified 41,573 41,820 

According to Mr Zverev, grants to national economy will be 
directed primarily to new capital construction. He then explains 
that the financing of capital investments at reduced prices of July 
1950 (hitherto never mentioned) will, including turnover capital, 
amount to 132 milliard rubles (98 milliard from the Budget and 
34 milliard from the resources, i.e. profits, of the various branches 
of national economy). In addition, 3-7 milliard rubles will be spent 
on new schemes and projects. 

Social and cultural expenditure consists partly of State grants 
to social insurance, education, etc., and partly of direct expendi- 
ture. 

The item most eagerly examined and speculated about in the 
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West is the U.S.S.R.’s defence expenditure. This is being increased 
by 16°3 per cent compared with 1950, when it was already slightly 
larger than originally planned. It amounts now to about 21 per 
cent of total expenditure, as against 32-5 per cent of the ‘war 
Budget’ of 1940. It is idle to speculate what percentage of the Soviet 
national income this represents, since the national income is not 
given in current prices! and its component parts are, in any case, 
different from those of the Western countries, services being 
excluded. Neither is the Soviet Budget comparable with that of 
other countries since, contrary to the practice of Western Budgets, 
it includes capital investment. 

The Budget, in its main features, is fixed by the Council of 
Ministers, and the Supreme Soviet can propose and adopt amend- 
ments only in favour of the Treasury, without being able to query 
any of the figures presented to them. Nevertheless there is always 
a chorus of voices (whether spontaneous or pre-arranged it is hard 
to tell) who add their criticism of the past work of the various 
industrial Ministries to the Finance Minister’s own criticisms of 
them. There are also delegates from the Republics who try to 
obtain higher allocations for this or that project or budgetary item, 
and their demands are referred back to the Council of Ministers for 
further consideration. 

The criticism this year was directed mainly against insufficient 
lowering of production costs, especially on the part of building 
and construction enterprises. This criticism had already been 
made last year; many trusts and enterprises have incurred actual 
losses owing to low productivity, waste of materials, inadequate 
utilization of stocks, machinery, and equipment, as well as of 
available motor transport facilities, etc. Admittedly, the Central 
Statistical Administration had, in January, announced an overall 
fulfilment of last year’s plan by 102 per cent. But some Ministries 
(timber and paper, fishing, industrial enterprises of the railways) 
had not reached their targets; others, having attained a satisfactory 
gross output figure, show very uneven production results and even 
losses in their individual factories and plants. All these short- 
comings are necessarily reflected in the financial plan of the country, 
and improvements in all fields were strongly urged. 


‘The national income for 1950 was said by Mr Zverev to be higher than 
that of 1940 by 64 per cent. That would make it 215-°5 milliard rubles in ‘con- 
stant’ 1926~7 prices. The ruble of 1926-7 purported to be the equivalent of 
2s. 1d. It is not known how the subsequent rise and the recent reductions of 
prices in the U.S.S.R. compare with those of 1926-7 and with the rise of prices 
n Britain. 














Yugoslav Political Developments 


Contradictions and Growing-Pains 


IN discussing the changes which have occurred in Yugoslav politi- 
cal life as a result of its break with the Cominform, one is faced 
with a series of contradictory trends and actions. The continued 
prevalence of much of the pre-1948 social structure and ideology 
could hardly be denied. Party supremacy remains as great as 
before, and the development of such rights as artistic freedom, 
which followed the split, makes no impact on the power structure; 
such rights in fact co-existed with Soviet Communism for over a 
decade. On the other hand the changed atmosphere and moral 
climate, which are not merely a show piece to deceive gullible 
Westerners, and the genuine desire of all sections of the population 
to develop differently from Russia, cannot be ignored. 

Many of the contradictions and growing-pains in post-war 
Yugoslav society are linked with the time-lag between changes in 
diplomatic orientation and their subsequent sanctification in Com- 
munist theological form for mass consumption. The process of 
change has not yet reached the point where it is self-perpetuating, 
or where the people are allowed a voice in future changes; on the 
other hand it would not now be easily reversible. The outcome of 
this many-sided tussle between Communist vested interests, 
utopianism, Balkan backwardness, and a growing breeze from the 
West is only partly dependent on the wishes of the Yugoslav 
Communist leaders, still awkward in their new-found liberalism. 


IDEOLOGICAL DEVELOPMENTS SINCE 1948 

There was some early disillusion in the Communist ranks, and 
directives issued by Communist leaders in 1946 showed their con- 
cern at some of the results of totalitarian methods. Refusal to 
swallow Soviet methods where they were obviously unsuitable 
was one of the factors leading to the split. The first official break- 
away from Stalinist models, however, did not occur till well into 
the second year of the open clash. 

During the first few months after the Cominform resolution of 
28 June 1948 the Yugoslav Government remained entirely on the 
defensive towards the Soviet Union. It offered no explanation for 
the split, reiterated its loyalty to the Cominform and Stalin, and 
continued to persecute those people who attempted to use the 
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split as an opportunity to question Communist orthodoxy or to 
express their resentment against the imposition of Soviet ideas and 
practices. Only in the summer of 1949, when the Yugoslav Gov- 
ernment seems to have realized for the first time the length to 
which the Soviet leaders would go, did Government propaganda 
begin to speak of Soviet imperialism and of defence, if need be, 
against attacks from the East. This new policy obviously contra- 
dicted the picture of the Soviet Union hitherto presented in Yugo- 
slavia, and created considerable confusion among Government 
supporters. It was after this that the first criticisms of Stalin began 
to appear and Stalin’s photos began to come down from the walls. 

The latest developments of Stalinism were the first to be criti- 
cized. Russia’s ‘hegemonistic’ treatment of her satellites in the 
cultural and economic field was denounced, while her general 
policy towards the West was still justified and supported. Naturally 
people asked, ‘How is it possible for a Socialist country to act in 
this way?’, but no serious attempt was made to answer until the 
following spring when Djilas characterized the Soviet leadership 
as a bureaucratic caste—as Trotzky had done some twenty odd 
years earlier. Meanwhile with the worsening of Yugoslav-Soviet 
relations in the latter part of 1949, and the questioning of the 
Soviet right to cultural leadership, many intellectuals—both Com- 
munist and non-Communist—who had been chafing under the 
imposition of Soviet-style uniformity in the arts and sciences took 
the opportunity to link expressions of loyalty to the Government 
(in its defence of national independence against ‘Soviet hege- 
monistic tendencies’) with scathing criticism not only of Soviet 
culture and Zhdanovism, but also of similar measures inside 
Yugoslavia. 

The counter-attack was facilitated by the fact that Radovan 
Zogovic, literary dictator, was in disgrace for having suggested 
submission to the Cominform. By the end of 1949 official Com- 
munist Party statements at least paid lip service to non-interference 
n the arts and sciences and to the education of ‘broad-minded 
citizens’. 

in the early part of 1950, when the trials of Rajk and others had 

mvinced Tito that the break with Moscow was irreparable, the 
Yugoslavs began to canvass actively for support among Com- 

nist and other left-wing movements abroad. Like all anti-Stalin 
Communists they had to explain to supporters inside and outside 
country where Stalin had gone wrong and deviated from true 
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Communism, but unlike former dissidents, who were always in 
opposition, they had to be prepared to apply such doctrines to 
Yugoslavia. Arguing on the basis of naive economic determinism, 
Djilas, the Politburo’s chief spokesman, expounded the view that 
the degeneration of the Soviet State and the growth of a bureau- 
cratic caste had been due to the concentration of economic power in 
the hands of the Central Government. Yugoslavia, he explained, 
intended to decentralize her economic organization and thereby to 
avoid this process. A little later it was announced that decentraliza- 
tion was to be supplemented by handing over factories and other 
economic enterprises to workers’ control, making the country— 
superficially at least—even more different from the Soviet Union. 

Following last summer’s drought and the increasing economic 
difficulties which made it necessary for the Government to seek 
Western aid on a not inconsiderable scale, and after events in 
Korea had convinced the Politburo that Yugoslavia could not 
afford to remain diplomatically isolated, it became clear that Yugo- 
slavia might, owing to circumstances beyond her control, finish up 
in military alliance with the Western nations. It was then—in 
November 1950—that Djilas published in Borba his three long 
articles on ‘Contemporary Themes’. 

The articles constituted a telling post facto justification of Yugo- 
slav diplomatic reorientation, but showed considerable ideological 
eclecticism. In one part, he likened the Soviet Union to Nazi 
Germany by a simple comparison of their common features, much 
in the way that Western thought has done. He made no consistent 
attempt, however, to reconcile these new views with orthodox 
Communist thought, but contented himself with the assurance 
that the Yugoslavs were conscious of these dangers and would 
consequently avoid them. A month later the Deputy Prime Minis- 
ter, Kardelj, went even further by stating that the capitalist 
democracies were in fact well on the path to Socialism in their own 
way, and that an attempt to apply Soviet experience there would be 
reactionary; no corollaries for Yugoslavia have yet been drawn 
from this speech. 


SOCIAL AND POLITICAL STRUCTURE 


Although the terror which accompanied the early years of the 
regime has abated and the atmosphere improved, recent constitu- 
tional changes have so far made no real impact on the power 
structure. All power is still concentrated in the hands of the Com- 
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munist Party; in those spheres, such as the arts and sciences, where 
it does not interfere, its abstention constitutes something in the 
nature of a self-denying ordinance which it could presumably sus- 
pend if it wished. The fact that, by virtue of its political monopoly 
and the close control it exercises over all spheres of public activity, 
the Communist Party is the real seat of State power is ignored in 
all current Yugoslav discussions of their own (and of Soviet) insti- 
tutions. ‘This has given all their statements on political develop- 
ments a formal and unrealistic character, and has been one of the 
factors in their outlook inhibiting a serious, factual examination of 
the real state of affairs. 

Party loyalty has priority over all other loyalties; this virtually 
nullifies all the constitutional changes which have taken place in 
the last year, whatever their administrative value or portent for the 
future. Decentralization of the State administrative machinery, 
while the Party remains strictly centralized, increases, if anything, 
the supremacy of the Party over the State machine, thereby pre- 
venting the emergence of a rival focus to the Politburo inside the 
State-Party complex. Examples of the unreality of constitutional 
changes have been apparent every time anyone has attempted to 
take the Constitution at face value. 

A few months ago the Christian-Socialist Vice-President of 
Slovenia, Edward Kocbek, who has considerable personal influence 
with the Slovene Communist leaders, published an article in the 
Ljubljana daily Slovenski Porocevalec criticizing certain features of 
Communist activity. The article, which was published with the 
benevolence of the Slovene Communist leaders, criticized Com- 
munist-controlled ‘popular culture’, stigmatizing it as shallow, 
vulgar, and authoritarian; it stressed the importance of personal 
culture and morality and of individual responsibility. It raised a 
question agitating all Slovenes, the need for a ‘Slovene’ way, in 
view of the higher cultural level of Slovenia, for whom the intro- 
duction of Balkan Communist methods was a step backward. 

The Politburo condemned the article, and sent Kidric to discip- 
line the Slovene Communist leaders. They bowed their heads, 
thereby nullifying their constitutional independence, and Kocbek’s 
article became the object of a series of ill-mannered, hysterical 
ttacks of a kind familiar to all readers of Communist publications, 
though Kocbek himself has not been interfered with. 

In the national and local legislative elections, which formally 
ire the most democratic that could be contrived, only the Com- 
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munist Party is allowed to put forward candidates. Nominally 
they are National Front candidates, but the National Front con- 
stitution involves acceptance of the Communist Party leadership 
and programme. The standing joke is: ‘Only 1 per cent voted 
against the Government, yet I always seem to meet this 1 per'cent’. 
Communist leaders always emphasize that no opposition candi- 
dates will be allowed, since the Communist Party represents the 
aspirations of all working people. During recent elections for 
governing bodies of the village agricultural co-operatives, which 
have a complete monopoly of rural economic life, the Communist 
Party spokesman admitted that in all cases Communist nominees 
were elected, although often the peasants did not want them. His 
remedy for the latter case was not more popular candidates but 
more agitation. He commended the example of the National Front 
candidates who, in reply to the question ‘Are you going to do any- 
thing for the peasants?’, ‘unmasked’ the questioners as ‘Diagol- 
jubci’! and ‘hostile elements’, in short as lesser breeds outside the 
law. 

In a recent official statement on National Front Committees a 
village was warmly commended for removing the local National 
Front chairman for non-adherence to the Party line and demanding 
that he be punished for his ‘traitorous behaviour’. 

Decentralization and ‘Workers’ Control’ also have extreme); 
limited economic or political significance so long as they are 
tightly controlled by the centralized Party organization, and no 
groups are allowed to operate in favour of independent policies 
Owing to over-investment, shortage of consumer goods, and an 
inflationary gap, any factories and other economic enterprises 
wishing to fulfil the natural demands of their workpeople for a 
higher standard of living could do so by devoting production to 
consumer goods which they could sell to the peasants for food or to 
the public at high prices. In practice the Communist-run Workers’ 
Councils voted to fulfil the investment plan irrespective of the 
workers’ wishes. Though some Councils take a keen interest in the 
workers’ welfare, they do it in much the same manner as a manage- 
ment might; where they do not, the workers have no redres: 
except to leave the enterprise—hence the large labour turnover. 


' Dragoljubct. Supporters of Dragoljub Jovanovic, Serb peasant leader, w! 
opposed Government agrarian policy, and was subsequently imprisoned for 
‘espionage’—the evidence being that he had discussed Yugoslav politics wit! 
Hugh Seton-Watson. 
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By handing over to the Workers’ Councils, in short, Tito has 
merely transferred power from one pocket to another. 

Croatian Communist officials who suggested that less food should 
be exported were arrested as Cominformists; factory and mining 
officials who stated that the plan of their enterprise was unrealistic 
were sentenced for sabotage and Cominform activities after farcical 
trials. 

Communists are continually reminded that they are an elect, 
responsible not to the masses, who are as yet culturally and politi- 
cally backward, but to history. Their arrogance and bearing are 
reminiscent of seventeenth century Calvinists and Puritans. 

Whoever controls the Communist Party, then, controls the 
country’s political and economic life. The completeness of Com- 
munist Party control over the country is matched by the complete- 
ness of control by the nine-man Politburo over the Party, whose 
organizational model was copied from the Bolshevik party after 

Stalin had moulded it into shape as an ideal weapon by which a 
few men could control a whole nation. Its ‘monolithic’ character, of 
which the Yugoslavs constantly boast, and by which they mean the 
prohibition of groups within the Party dedicated to pressing for 
particular reforms or policies, is a post-Leninist innovation. 

Only the Politburo can initiate policies or changes in political 
ideology, which are unanimously accepted by the lower Party 
organs. Smaller fry among the Party ideologists and publicists con- 
fine their originality to elaborating Politburo statements. ‘This slows 
down the intellectual and political development of the country, not 
only by preventing the battle of ideas—a normal condition for 
human progress—but by limiting the number of people who are 
allowed to make any contribution to thought. Freedom to criticize 
s distributed hierarchically, as in the Soviet Union. A worker may 

riticize the way a factory is run—though there is no guarantee 
hat anyone will listen to him—but he has no way of influencing 
olicy. As yet no grade in the Communist hierarchy has been 
allowed to question policies emanating from higher quarters, let 
lone to initiate ideas. 

Politburo absolute rule over the Party is maintained in several 

\ys: its monopoly of the means of propaganda is supplemented by 

powerful loyalty which most Communists feel towards their 
Party. Dissident Communists have no forum from which to offer 
rival policies; they are not allowed to organize rival groups, and 
always at the mercy of the State security organs who are 
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educated in Stalinist methods.’ Furthermore, the Party has at its 
disposal almost all the worth-while jobs in the country—an im- 
portant factor when the standard of living of the under-privileged 
is still at a semi-Asiatic level. 


IDEOLOGY AND RATIONALIZATION 


Though the Yugoslav Communists and their leaders are aware 
of many disquieting developments, they never analyse their coun- 
try’s power structure, nor allow it to be analysed. They ignore the 
fact that Lenin passed the same strictures against the growth of 
bureaucracy after the 1917 Revolution and proposed exactly the 
same remedies against it. They content themselves in the main with 
repeating the same injunctions to ‘inner-party democracy’ and 
participation of the masses that they have been making since 1945. 
Not one of the rights given in the new penal code or in the law on 
elections was not stressed during 1945-6. 

Djilas and his colleagues are prevented from analysing the basic 
social structure of Yugoslavia by their adherence to Communist 
doctrine. They accept an a priori classification of Society into three 
classes, believe that the abolition of private property leads to a 
classless society (provided it is controlled by a dictatorship of the 
proletariat), and look for confirmation of this theory and explana- 
tions of their problems, not in social phenomena arising under their 
eyes, but in the works of Marx and Lenin, which still form the 
State religion and are protected by law from any criticism, even 
in the universities. ‘The fact that the proletariat is virtually disen- 
franchised, without the right to protect its economic interests or 
to elect any representatives other than those designated by the 
Party, is not recognized by them, simply because such a fact has 
no place in an eschatology which takes it for granted that the Com- 
munist Party represents the Working Class and fulfils the Dialectic. 

Powerful loyalty to Communist ideas is emotionally linked for 
most Communists with their sufferings under the pre-war dictator- 
ship and their epic national liberation struggle. It can often be a 
rationalization of their unwillingness to share power, and the 
privileges it brings, with other groups. Many Communists still 
show very powerful symptoms of guilt-complex over their aban- 


' Early in March Tito spoke against the persecution of Communists who 
expressed independent opinions, but insisted that Party decisions, once ‘demo- 
cratically reached’, must be carried out without demur, which still leaves all 
power in the hands of the Politburo. This use of State power against freedom of 
thought, and equation of orthodoxy with loyalty, is a characteristic of theocracy 
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donment of certain points of doctrine, and partly compensate for 
this by intensifying their orthodoxy as to the rest of their doct~ines. 
Social psychology and study of the impulses underlying political 
behaviour are taboo in Marxist circles; every Communist is con- 
sidered to be acting from the highest idealistic motives—so long as 
he sticks to the Party line—while non-Communists are classified as 
either anti-social or ignorant. The way in which Communism and 
support for the Communist Party machine provide an effective 
rationalization for power-seeking and sadism, which play an im- 
portant part in Balkan make-up, is ignored. The Communist cadre 
is made up very largely from members of the pre-war intelligentsia 
and student bodies—turbulent, idealistic, and under-employed. 
Today, they are army officers, police officers, and high officials, 
with their Buicks, villas, servants, and secretaries. They do not 
find it difficult to rationalize jealousy for their positions into deter- 
mination to preserve at all costs the ideological virginity of their 
workers’ State.! 

The ease with which Communist mythology is maintained 
against the inroads of hard facts is rendered greater by the absence 
of permitted opposition, while restriction of political rights—in 
spite of a genuine desire to democratize and to develop differently 
from the Soviet Union—is justified by Communist mythology. 
Leninist ideology, which depicts humanitarianism, a desire to 
understand other points of view, and readiness to compromise as 
despicable bourgeois cowardice, treason, and anti-working class 
ideology, is creating a political machine which has shown itself 
capable of thwarting desires on the part of the leadership for 
genuine democratization. Having deprived the people of all power 
the leadership has no one to control its machine. 


FUTURE DEVELOPMENTS 


future developments depend on many factors, some of which 
are only partly under the control of the Yugoslav Communist 
leaders. ‘Their closer ties with the West, and cultural exchanges, 
are beginning to show effects on the moral climate. Western 
scholarship in economics and the social sciences as well as analyses 
Soviet history (which have hitherto been proscribed to a 


‘Some of the more glaring privileges were withdrawn after the drought, as a 
ncession to public opinion. But the advantages accruing to official positions 
re still considerable; they usually mean the difference between comfort and 
liscomfort, and are highly valued by all except a minority of incorruptible 


ealists 
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generation brought up on the Short History of the CPSU (b)") may 
later become as important as their closer acquaintance with British 
and American institutions, which they are now disposed to regard 
as progressive so long as the international situation makes their 
owners acceptable. 

The wave of disillusion with Stalinism has by no means spent 
its force and if permitted it would travel further back through 
Soviet history and criticize the ‘golden age’ of Leninism, thus 
helping Yugoslavs, other things being equal, to criticize more of 
their own institutions. The aspirations which led them towards 
Communism under the Karadjordjevic dictatorship and war-time 
occupation have not yet been irreparably corrupted. The conflict 
between these aspirations and the spirit of inquiry, on the one hand, 
and on the other hand sycophancy or uniformity engendered by 
the monopoly of the centralized power machine, are contradictions 
inherent in Communism, whose issue in Yugoslavia has still to be 
decided. 

Danger of war, and very real threats from erstwhile comrades, 
act, as everywhere, as one factor which limits the development of 
Yugoslav democracy, at the same time as their revulsion from 
Soviet methods impels the Yugoslav Communist leaders continu- 
ally towards ‘bourgeois democracy’, however much they may abuse 
it. Economie backwardness is another factor slowing down 
democratization, while lack of democratic experience (both politi- 
cal and economic) has allowed them to engage in wasteful and ill- 
conceived economic adventures against the good sense and desires 
of their workers and peasants and many of their economists and 
technicians, who were silenced by strong-arm methods and the 
familiar trials of ‘sabotage’, ‘espionage’, and ‘anti-State activities’ 
So long as they try to copy Stalin’s Five-Year Plan they will have 
to use Stalin’s methods to enforce it. Where they omit one of 
Stalin’s methods, as in their reluctance to use all-out labour con- 
scription, the result is chaos. 

A heartening feature of recent developments is the re-emergence 
of some measure of independent thought among the lawyers 

! They are still quite unaware of the opinions expressed in discussion among 
the Bolshevik leaders during the early Soviet period, and of the late emergence 
of the doctrines on which their State is based: that of rapid industrializatio! 
and the achievement of socialism in one backward country, in 1928; of collectiv! 
zation and anti-kulak policies, in 1929; and that of the monolithic party, in 1927 
They still believe that Stalin’s agrarian policies were in the main desirable and 
successful. There has been no re-examination of the purges, and the principles 
involved, since the rejection of Stalinism. 
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(mainly the Communist lawyers). They have considerable in- 
fluence in higher Party circles, and have continually pressed for 
the rule of law. The principle, at least, of nullum crimen, nulla pena, 
sine lege has been inserted in the new penal code, where, in spite 
of infractions, it possesses powerful opinion-forming characteristics. 
it was the Communist lawyers who began protesting, soon after 
the Cominform split, against the institution of ‘administrative’ 
sentences to labour camps, and were successful in ensuring its 
abolition, first in Slovenia and later in the rest of Yugoslavia. 

Such groupings as these, and similar movements in the cultural 
fields, could, if allowed, begin to form some counter-weight to the 
machine, before it is too late, and provide a basis for further 
democratization. 

Though Western institutions such as Parliaments and elections 
have been copied in Serbia since the turn of the century, the 
absence of any real democratic tradition is a potent factor in 
Yugoslav political life, even without party monopoly. Prison and 
armed struggle have always been milestones on the path to power, 
and the growth of tolerance will need more than a few decrees, 
even when it is no longer inhibited by Leninist jesuitry. It was 
from Balkan and East European conditions that the Communists 
generalized their theories. Their present weakness lies in a com- 
plete inability to see that Communist organization is part of the 
bad old world they wish to destroy, and can prevent any further 
idvance for them as effectively as it did in Russia, in spite of good 
ntentions. 


A. V.S. 














Productivity in the United States 
and Britain 


Lessons of the Team Reports 


SINCE the war economic conditions in Great Britain, and in 
particular the need to increase exports, have thrown the question 
of productivity into greater prominence. The interim index of 
industrial production, which covers manufacturing activity, mining, 
and building (base 1946 = 100), had indeed risen to 144 by 
September 1950, but the increase in productivity per man hour 
has been less satisfactory. ‘The need to increase productivity per 
man hour is especially urgent under the present conditions of full 
employment which leave very little slack in the economy for increas- 
ing output except through better utilization of the available labour 
force. The Anglo-American Council on Productivity was formed in 
the autumn of 1948 on the initiative of Sir Stafford Cripps and Mr 
Paul Hoffman, the head of the Economic Co-operation Administra- 
tion, with the aim of ‘promoting economic well-being by a free 
exchange of knowledge in the realm of industrial organization, 
method, and technique, and thereby to assist British industry to 
raise the level of its productivity’. The Council is composed of 
representatives of management and labour in both countries; in 
Great Britain the bodies represented are the Federation of British 
Industries, the British Employers’ Confederation, and the Trades 
Union Congress. 

The chief method adopted by the Council to establish this free 
exchange of knowledge was to send to the United States a series 
of industrial and specialist teams, with about sixteen members in 
each, whose business it was to study American production methods. 
Each team, on returning to this country, prepared a report con- 
taining findings and observations on the branch of industry it had 
studied, and recommendations as to how these findings might best 
be applied to British industry. The members of the teams were 
selected in equal numbers from technical, supervisory, and work- 
shop levels; a wide range of industries have been covered so far, 
including rayon weaving, cotton spinning, yarn doubling and 
weaving, drop forging, pressed metal, electricity supply, packaging, 
Diesel locomotive engineering, meat processing and packing, non- 
ferrous metals, agriculture, and freight handling. The specialist 

156 
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teams sent out so far have studied such subjects as simplification in 
industry, materials handling, and management accounting. Each 
team is regarded as an independent body and is solely responsible 
for the opinions offered in its report. 

The reports and findings of the teams naturally vary in accord- 
ance with the branch of industry concerned, but two broad con- 
clusions stand out from a study of the reports so far submitted. 
The first of these is that, while the best industrial practice in Great 
Britain is as good as the best in the United States, Great Britain is, 
generally speaking, behind the United States on the question of 
high productivity; in this connexion it should be remembered 
that the teams were, quite naturally, invited to visit the most 
efficient factories in each industry. The other conclusion is that in 
the United States there is far greater awareness of the need for high 
productivity—an awareness which is not merely confined to man- 
agement but which runs right through industrial and labour rela- 
tions. The observations of each team vary likewise in studying the 
more detailed aspects of each industry, but even here, with very 
few exceptions, certain well-defined conclusions are drawn on the 
differences between American and English methods of industrial 


organization. ‘hese may be divided very roughly into differences 
in technique and, for want of a better word, psychological differ- 
ences. 


Every report has emphasized the far greater use of machinery 
and electric power in American industry in order to break down 
the number of skilled operations and economize on labour where- 
ever possible. The conclusions of the Pressed Metal team, for 
instance, were that ‘every possible use is made of whatever mechani- 
cal and semi-mechanical handling equipment will save labour in 
the movement of materials. Where volume of production is suffici- 
ent to warrant the expense fully mechanized equipment is installed, 
but even for relatively small quantities conveyors and chutes are 
used wherever possible. Use of equipment of this kind is a major 
factor in achieving high rates of production and low handling 
costs’. Mechanical handling is, however, only a part of a larger 
process in reducing handling and movement of materials in their 
progress through the factory—a process which also includes the 
plant layout and design of process machinery. So greatly impressed 
were the teams with American methods of handling materials that 
a specialist team was sent out to make a separate study of that 
subject. This team in its report concluded that better materials 
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handling does more to reduce costs of production and increase 
productivity than any other single factor. Among other things it 
reduces indirect labour costs, increases the capacity of existing 
buildings and plant, reduces the volume in process and fatigue to 
workers, and conserves skilled productive labour. 

The question of plant layout is one which receives a great deal 
of attention in the reports. Most teams noticed that wherever pos- 
sible long production lines were used, and in other cases the plant 
was so laid out as to give the greatest flexibility. In every case the 
layout had been planned to obtain the greatest output with the 
minimum human effort. In the opinion of the materials handling 
team, ‘Factory layout is constantly under review and modifications 
are frequent. Light and medium weight machinery is so installed 
that quick and effective rearrangement can be made at low cost. 
The ability to modify the layout by regrouping production ma- 
chines promotes better work flow and is of great benefit to jobbing 
factories as well as mass production units. Scale models of factory 
buildings, machine tools, process plant, and materials handling 
equipment are used to plan layouts.’ 

Plant layout and materials handling has been greatly assisted 
by the fact that standardization is an accepted characteristic of the 
American market. Closely linked with standardization is simplifica- 
tion, or the process of reducing the varieties of products made. The 
specialist team sent out to study simplification was much impressed 
by the way in which manufacturing resources were concentrated 
by eliminating unnecessary variety, and it produced a list of the 
advantages to be obtained by simplification which is worth repro- 
ducing. In the team’s opinion, the producer gains twelve advan- 
tages, namely, longer runs with fewer changes in the production 
line; reduced tooling and set-up time; possibilities of increased 
mechanization and special purpose plant; easier training of opera- 
tives; simpler and cheaper inspection; less capital invested in idle 
plant, tools, and space; reduction of stocks of materials, compon- 
ents, and products; reduced call on drawing office and design staff 
for special orders, leaving them free to work on new designs and 
improvements; simpler clerical and administrative work; easier 
service and maintenance; concentration of sales and advertising 
effort on a narrower range; and hence increased productivity lead- 
ing to reduction in costs and prices and to increased sales. ‘The 
advantages to the user or consumer were only four in number, 
albeit of a fairly telling nature, i.e., lower price for a given quality 
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or performance, reduced variety and level of stocks at all distribu- 
tion points, readier availability, and improved service and main- 
tenance facilities. 

Another obvious method of improving productivity is a sound 
and well-worked-out costing system. While some teams found that 
the efficiency of costing systems varied greatly from factory to 
factory, the Internal Combustion Engines team was of the 
opinion that American costing systems, although based on well- 
known and proved principles of costing, are generally on more 
standardized lines than in Britain, and budgetary control is carried 
through more thoroughly and consistently than in this country. 
Plans are translated into budgets and budgets broken down into 
targets for individual managers and foremen. The results achieved 
by them are frequently compared with the set target, which not 
only allows their superiors to judge their work but also shows them 
where they are being successful and where the weaknesses in their 
departments or sections lie. The Management Accounting report 
lays great stress on the ‘cost consciousness’ of the American in- 
dustrialist, stating that ‘all the other features that have been cited 
as the outstanding attributes of American industry really spring 
from this root. Standardization, planning for long runs, high pres- 
sure sales campaigns, even the much envied productivity all result 
from the determination to produce at the lowest cost possible so 
is to maintain the competitive position of the concern. Produc- 
tivity in terms of output per man hour is not an end in itself but 
the means to the end of cost reduction. Mechanization in factory 
nd office likewise is the answer to the problem of achieving low 
osts in spite of high wage levels; mechanization is considered 
from the angle of its effects on the cost of the final product, not 
from any abstract idea of increasing productivity.’ 

(he search after lower costs and greater competitive value also 
makes American industrialists very conscious of the need for re- 
search in improving products and developing the use of new 
materials. In conjunction with research the technical press has a 

eat influence in spreading news of improved methods and tech- 
iques. ‘The teams were also much impressed by the way in which 
\merican works were openly willing to exchange technical informa- 

and visits among themselves. American opinion is that all 
derive great benefit from the exchange and no one loses, and in the 
iew of one company, according to the Simplification Report, this 
ractice was adopted largely to keep their own staff on their toes. 
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Apart from purely technical differences in American industria] 
organization, the large majority of the teams found differences in 
approach to labour and management, and a completely different 
outlook toward productivity, which, in the teams’ opinion, stem- 
med from the competitive system in the United States. This 
outlook was common to both management and labour, including 
its official representatives the Trades Unions. The report of the 
Pressed Metal team, explaining the attitude of Americans to man- 
power, states: “The American realizes that from the production 
point of view machine time is more valuable than manual labour.’ 
The Steel Founding team were told by an American industrialist 
that the difference between the British and American outlook on 
labour was that ‘you look at manufacturing operations as an oppor- 
tunity to afford employment; we examine them to find out to what 
extent we can do without labour.’ At the same time the American 
industrialist also tries, by simplifying the operations as much as 
possible, to use unskilled labour, or at least operatives skilled only 
in one operation. The Diesel Locomotives report, for instance, 
remarks that ‘simplification of methods in America enables man- 
agement to do without time-served craftsmen. The exercise of 
craft as known in Britain is virtually non-existent. This has a two- 
fold result. Craft union restrictive practices and demarcations 
between trades do not arise, and with no demand for initial skill 
American management has available a large labour force permitting 
not only of selective recruitment but engendering a sure knowledge 
in the minds of the workers that their jobs are actively competed 
for.’ 

On the other hand training is not neglected in the United States, 
but it is directed towards the production of highly skilled foremen 
and charge hands. Supervision is on a very high level, and much 
of the responsibility for production rests with the supervisor. The 
degree of supervision by foremen, according to the Diesel Loco- 
motives report, is ‘in excess of British standards, one foreman 
normally controlling twenty-five to thirty men’. The status of 
supervision in the United States is best summed up in the Pressed 
Metal report which states that ‘supervisors are keen, well trained, 
production-minded, and costs conscious. The positions give good 
status and financial rewards with prospects of stability of employ- 
ment. At the present time many college graduates are prepared to 
enter industry on the shop floor and gain promotion by merit. .. 
The supervisor’s job is management and he is not encumbered with 
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paper work. Since jobs are rated by time, every second saved is 
money saved; there is faster production and higher productivity. 
The attention of American management is focussed on this funda- 
mental fact and the supervisor is a key figure in the workshop 
organization.’ 

Although little time is spent in training operatives on the shop 
floor every opportunity is given to workers to rise to supervisory, 
executive, and managerial grades. American management has been 
quick to realize that on the shop floor there is a ready supply of 
candidates for management vacancies, and has provided every 
facility for training. All the reports pay tribute to the quality, skill, 
and enthusiasm of management in the United States and remark on 
the technical knowledge, familiarity with problems of production, 
and greater informality displayed by the higher levels. This they 
felt made for a better team spirit in the plants and also accounted 
for the high respect accorded to management by the manual 
workers. 

Relations between employers and employees give rise to as many 
problems in the United States as in Great Britain, but although 
there is little evidence of formal joint consultative machinery in- 
formal consultation appears to work very well and procedure for 
airing grievances is satisfactory. ‘The trade unions are themselves 
highly ‘productivity conscious’. There are few signs of restrictive 
practices, and the unions appear to have a progressive outlook on 
such matters as time and motion study and the introduction of 
machinery to replace labour. While the unions fight for higher 
wages and better conditions, they realize that high earnings must 
be the result of a high rate of output and that the two go together. 
(he Cotton Spinning report sums up this attitude in stating that 
the awareness of the need for high productivity to be found on all 
levels of American industry comes from ‘the realization that the 
high standard of living apparent on every hand in America and 
eventual security of employment depend on producing more at a 
lower cost rather than less at higher cost’. ‘The Internal Combus- 
tion Engines team did, however, comment on the seniority system 
vhich, in its opinion, did not contribute to high productivity in the 
branch of industry under its review. The team’s report stated: ‘In 
the United Kingdom it is a tradition for the engineering worker to 

e skilled and his skill represents his capital. In the U.S.A. the 
engineering worker is normally unskilled by our standards; his 
nly asset is his seniority, which is safeguarded by union agree- 
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ment. Consequently when lay-offs become necessary the most 
junior man goes first, assuming that the remaining senior labour 
is capable of performing the required operations. This may mean 
shifting a man overnight from, say, a milling machine to the stores, 
with some dislocation while he becomes accustomed to his new 
job.’ 

Productivity consciousness is very closely related to the com- 
petitive system in the United States, and this is recognized not 
only by the producer, who must keep his product competitive or go 
out of business, but also by the worker, who must rely on his skill, 
keenness, and efficiency to keep his job. There is a strong com- 
pulsion on both sides to strive in every possible way towards 
greater efficiency, but this competitive economic system is accepted 
by the Americans, who feel (in the words of the T.U.C. report 
Trade Unions and Productivity) that ‘it is the willingness and 
ability of firms to compete with each other which has ensured the 
high rate of their economic expansion and their high standard of 
living.’ 

The visits of British industrial teams to the United States must 
be of very great value in spreading knowledge of American 
methods and working out and borrowing ideas which might well 
be used in Great Britain. In this connexion the enthusiasm shared 
by all teams for American techniques in achieving high produc- 
tivity is an outstanding feature of the team reports. Nevertheless, 
before such techniques are extensively transplanted into this coun- 
try some consideration will need to be given to the differences in 
structure between American industry and markets and our own 
and the differences in temperament and tradition between Ameri- 
can and British workers. 

D. B. 





Soviet Strength and Weakness: 
The Satellite Contribution 


THE contribution which Czechoslovakia and her fellow-satellites 
amongst the Central European countries are at present making to 
the Soviet Union will be best evaluated according to the following 
criteria: 

1. Population 


2. Natural Resources, Agriculture, Primary Industry (mining 
and quarrying) 


3. Industry, Manpower, and Experts 
. Armaments Industry and Armed Forces 


Any analysis of the situation in Communist regions is rendered 
more difficult because of the lack of clear and reliable statistical 
data. The statistics concerning primary and secondary production 
do not state the results in quantities, weight, and units, but are 
expressed as percentages showing the excess or deficiency of the 
planned or super-planned production targets. All the further data 
and figures given in the following study, in so far as they relate to 
the period after 1945 and to the satellite countries, are only esti- 
mates based on the original plans of the States in question and their 
percentual attainment or sporadically admitted non-fulfilment.? 


I. POPULATION OF SATELLITE COUNTRIES 


The present total population of the Czechoslovak Republic is 
id to be 13,100,000, but, as is frequently found with Communist 
statistics, this figure appears to be unreliable. 


lhe statistics in this article have been taken from the following sources: 
For Western European countries: United Nations Statistical Yearbooks 
t issue 1949/50); United Nations Economic Survey for Europe (latest issue 
19); New York Herald Tribune Monthly Economic Review, containing pro- 

nal figures released monthly by E.C.A. 
For Eastern European countries: Economic Demography of Eastern and 
thern Europe, by Wilbert E. Moore (League of Nations, 1945); The Danube 
isin and the German Economic Sphere by Professor A. Basch (New York, 1943); 
tistics issued by the various countries and the publications (now very scarce) 
their Ministries of Foreign Trade, Information, and Planning, and computa- 
made on the basis of the percentage figures given in the various countries’ 
rts on the progress of their Five-Year Plans—for Czechoslovakia, a report 
ing 1950 appeared in Rude Pravo of 31 January 1951; and, finally, from 

te information 


163 











164 SOVIET STRENGTH AND WEAKNESS 


Estimated population figures of the Central and South-Eastern 
European satellite countries are as follows: 


Czechoslovakia 13,100,000 
Poland 25,000,000 
Hungary 9,200,000 
Bulgaria 7,200,000 
Eastern Germany 20,000,000 
Baltic States 6,000,000! 


Albania 1,200,000 


Total 81,700,000 


1 Including Lithuania 2 million, Esthonia 1-2 million, and Latvia 2-8 million 


In the Czech lands of the Czechoslovak Republic the majority 
of the inhabitants depend on sources other than agriculture for 
their living, and this also applies to Austria and Hungary. But in 
Slovakia, as in all the other Eastern European countries, agricul- 
ture still preponderates, though in varying degree. Agriculture is 
the means of livelihood for 75 per cent of the population in Ruv- 
mania and Bulgaria, 60 per cent in Poland, 45 per cent in Hungary, 


and 35 per cent in Czechoslovakia as a whole. 

The population of this Eastern European region is by no means 
a homogeneous mass. Ethnically it falls into eleven groups, racially 
into four (Slav, German, Romanic, and Ugro-Finn (Hungarian), 
and both the economic and social stratification and the cultural 
level show wide differences between the various components. There 
are also differences of creed. For all these reasons the Soviets will 
find it an extremely hard problem to mould these several nations 
into an economic, political, and military entity. 


2. NATURAL RESOURCES 


The Central European region is poor in industrial raw materials 
with the exception of coal in Poland and Czechoslovakia, crude oil 
in Rumania, Austria, and Hungary, and bauxite in Hungary. 
Metallic ore deposits of various kinds are found, but they are of 
low quality and in no large quantities; there are no considerable 
practical possibilities of any future stepping up of production as 
far as these resources are concerned. 

The following table shows the pre-war and present mineral 
production of the countries concerned: 
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MINERAL PRODUCTION 
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* Denotes pure metal content ** 1943 figure *** 1947 figure 


[t would thus appear that the combined natural resources of the 
region, excluding the Soviet Union, last year yielded the following 
totals: coal, 944 million tons; lignite, 484 million tons; iron ore, 
1,860,000 tons; copper, 2,600 tons; lead, 4,600 tons; zinc, 2,600 
tons; antimony, 2,000 tons; manganese, 7,000 tons; crude oil 
including oil from Austria and synthetic oil), 64 million tons. 

Besides the crude oil figure given above, Czechoslovakia 

duces at the Most Works 250,000 tons of synthetic petrol per 
innum. The Central European zone is not only self-sufficient in 
crude oil, but also has an exportable surplus—the only one in 

irope. Any raising of the production might create a surplus of 
oth coal and bauxite. 

sut modern economy is based on steel and iron and on heavy 
ndustries. ‘The heavy industry in all the Central European coun- 

s within the Soviet sphere of interest has to depend on imports 

f iron ore from abroad. Thus, for example, Czechoslovakia, with 
her own production of some 2-3 million tons of iron ore, has to im- 

rt 750,000 tons from Sweden and 1,500,000 tons from Soviet 
Russia. In view of the low iron content in the domestically pro- 
‘uced ore (22-25 per cent), home production covers only about one 
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third of Czechoslovak requirements. As the Soviet Union does not 
mine sufficient high-grade iron ore in the Krivoi Rog area, it sup- 
plies to the satellite countries iron ore mined in the Kerch Basin 
(Crimea), which is, however, of low quality, containing only about 
25 per cent iron. If therefore Sweden were to stop the export of 
high-grade ore to Czechoslovakia, this would not only lower the 
lucrativeness of Czechoslovakia’s heavy industry but would also 
stop the production of the special high-quality steels that are so 
essential for the armaments industry and for the production of 
machine tools and precision instruments in general. Thus in this 
respect the whole economy of Central Europe is highly vulnerable 

The entire region is deficient in non-ferrous metals, for the 
domestic yield of mining is insufficient and cannot be increased to 
any extent, whilst the ores themselves are not of high quality. The 
region produces no nickel, chromium, molybdenum, vanadium, or 
tungsten. A further problem is presented by machine tools, pre- 
Cision instruments, and raw materials such as wool and rubber. 
supplies of which can be withheld by the West. Moreover, domestic 
coal outside the Czech and Polish basins is uncokeable and none 
too plentiful. For this reason, lignite production is being developed 
in all the countries of South-Eastern Europe. 

It is therefore apparent that the heavy industry of the region has 
no such favourable basis as in the countries of the West. An) 
stoppage of Swedish supplies would mean a grave calamity. The 
great contribution which the Czechoslovak Republic is making to 
the Soviet Union in the branch of heavy engineering and machine 
tool production would either be wiped out, or else the absence of 
Swedish supplies would force the Soviets to supply Czechoslovakia 
with the Krivoi Rog ore. 

Whilst it would be possible to solve to some extent the problem 
of coal and coke shortage in certain countries of South-Easter1 
Europe by the utilization of cheap water power (involving cost] 
long-term plans which have so far been tackled only in Austria on 
a relatively large scale), the insufficiency and low quality of home- 
produced metals are natural, permanent factors which have to be 
reckoned with. 

As far as agriculture is concerned the situation in South-Eastern 
Europe is in general better. With the exception of Austria, Greece, 
and Czechoslovakia, the countries of South-Eastern Europe had 11 
the past an exportable surplus production of grain, cattle, pigs 
poultry, eggs, fats, timber, and wine. Czechoslovakia exports sugar, 
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hops, malt, and beer. In South-Eastern Europe there are many 
possibilities of increasing the yields and improving the quality of 
agricultural produce, of improving livestock by selective breeding, 
and irrigating, draining, and improving the pastures by systematic 
fertilizing. All these measures would increase the quantity and 
raise the quality of fodder and thereby also of meat, milk, and 
butter. Even with their present primitive husbandry countries like 
Rumania, Poland, Hungary, Slovakia, Bulgaria, and Yugoslavia 
are self-sufficient. 

The population of this zone represents 18} per cent of the 384 
million people of Europe, excluding the Soviet Union. Its agri- 
cultural production amounted in 1938 to 22 per cent of European 
agricultural production, exclusive of the Soviet Union. If this 
zone has no exportable surpluses now, the reasons must be sought 
in the forcible collectivization of the peasants and their resistance 
thereto, the piling up of stocks for military purposes in excess of 
existing storage facilities and the consequent loss through deteriora- 
tion, and in general mismanagement. 

Though the agricultural contribution of South-Eastern Europe 
to the Soviet Union is not large, it is nevertheless important 


especially in respect of the products of the agricultural industry; 
but in any event, the countries of South-Eastern Europe do not 
strain Russian agricultural production by any special claims need- 
ing consideration. 


Finally, the region possesses sufficient manpower, except for 
Czechoslovakia, and even a surplus of unskilled agricultural labour; 
there are plenty of miners, and the people are modest and hard- 
working. Czechoslovakia alone suffers from a lack of manpower, 
both in agriculture and in mining, and for this reason, as early as 
1946, the country introduced a system of compulsory labour ser- 
vice. Everyone is liable for this service, and people have to do any 
work that may be allotted to them. Moreover, since 1948 an ever- 
increasing number of forced labour camps has come into being, 
not only as a means of political persecution, but also as centres for 
the recruitment of cheap labour for those sectors of the national 
economy in which there is a dearth of hands. 


3. INDUSTRY, MANPOWER, AND EXPERTS 


The following table shows the 1949 production in the heavy 
industries of various countries: 
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Crude Steel Pig-Iron 

(in mill. tons) (in mill. tons) 
Czechoslovakia 3°0? 8 
Poland 1°8 
Hungary 0°7 
Rumania 0°3 
Bulgaria - 
Austria °o’9 
Italy 2°3 
France 9°O 
Belgium 4°0 
Great Britain 17°0 
Germany IIo 
U.S.A. 95°0° 
Soviet Union 20°4 

1 2-6 million tons in 1943. 


Aocovro0or «& 


Central Europe thus yields 5-8 million tons of crude steel and 
34 million tons of pig-iron. Czechoslovakia, and to some extent 
also Hungary and Poland, contribute with their heavy and light 
mechanical (engineering) industry and electro-technical, chemical, 
textile, and leather-processing industries. 

In 1938 Czechoslovakia’s share in the total European output in 
the chemical industry was 4-6 per cent (Poland 4-1, Germany 33 


per cent); in the engineering industries 3-9 per cent (Italy 6-3, 
Germany 39 per cent); and in the textile industry 4-2 per cent 
(Poland 3-6, Austria 1-2, and Germany 18-3 per cent). 

Czechoslovakia’s production of motor-vehicles amounted in 
1938 to 13,000 passenger cars and 4,000 commercial vehicles, and 
about 18,000 passenger cars and 7,400 commercial vehicles in 
1949; while in 1950 France made 360,000 cars, Great Britain 
600,000 cars and 200,000 commercial vehicles, and the U.S.A. 6 
million and 2 million respectively. The Soviet Union’s production 
plan for 1950 set down as a target the output of 428,000 trucks. 
No data are known concerning the actual production. As to agri- 
cultural machinery, the following table shows the number of 
tractors in use in various countries: 


Tractors in Use Hectares per Tractor 
1938 1949 1938 1948 
Czechoslovakia 5,700 27,000 1,027 245 
Poland 1,500 15,500 12,540 1,022 
Great Britain 50,000 300,000 106 31 
France 30,000 I11,000 695 215 
Italy 37,000 80,000 347 294 
Soviet Union 60,000 80,000 ? 
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In proportion to arable land, the Western countries have carried 
out the mechanization of agriculture to a far greater extent than 
has the East, even if they do not advertise their achievements like 
the Communists. It would also appear that the Eastern engineering 
industries cannot satisfy all the demands from different quarters: 
demands for machine tools, armaments, motors, heavy equipment, 
and building material. 

Locomotives in Use Motor-Vehicles in Use 

1938 1949 1938 1949 

Czechoslovakia 4,100 3,000 31,000 62,000 

Poland 5,400 6,800 8,600 40,000 

Rumania 3,500 3,000? 8,000 9,000 

Hungary 1,800 1,600 5,300 10,000 
Bulgaria 590 ? 3,000 5,000 

Germany 17,000 16,000 1,500,000 750,000 

Gt Britain 19,600 19,800 2,360,000 4,000,000 

Italy 365,000 450,000 

U.S.A. 40,000,000 

The foregoing tables relative to the production and use of motor- 
vehicles show how far South-Eastern Europe and the Soviet 
Union are from the possibility of mechanizing their armies on an 
American pattern. 

Even in the Czechoslovak Republic, which not only possesses an 
old-established heavy engineering industry still further developed 
by the Nazis during World War II but has also the necessary tech- 
nicians and an army of skilled workers, the planned raising of the 
utput of the heavy and mechanical engineering industry has 
come up against considerable difficulties. Until 1950 the super- 
target aimed at was not reached, and even actual production was 
ne-half per cent behind the Plan, according to official admission ; 
yet the stepping-up of heavy engineering is the key of the whole 
Czechoslovak Five-Year Plan. This Plan, which ends in 1953, 
foresees a raising of the steel production by 50 per cent, of the 
metallurgical industry by 80 per cent, of heavy engineering by 200 
per cent (super-target 300 per cent), together with a lowering of 
utput in industries producing consumer goods such as textiles, 
glass, china, etc. The Plan, introduced in detail by Gottwald in 
the autumn of 1947, has undergone repeated modifications since 
then with the object of increasing the output in the steel and heavy 

lustries. It envisaged an expenditure of 340 milliard Czecho- 
slovak crowns, or £1,700 million sterling at the rate of exchange 
then ruling. 
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Increased steel production requires the construction of ney 
blast-furnaces, while the increase in mechanical engineering 
necess.‘ates the building of new rolling mills for the production of 
steel plates and sheets. New machine tools have to be produced or 
imported. There must also be an increase in the number of miners 
for the pits and qualified workers for the foundries and engineering 
works. New manufacturing plants and factories have to be built. 
It is estimated that some 450,000 new workers and apprentices are 
needed for the fulfilment of the Plan, and, in addition, the produc- 
tivity of the workers now employed needs to be increased. It is for 
this reason that men are being drawn away from other vocations 
(the postal services, railways and transport in general, and shops 
and offices), and are being replaced by women. Women are now 
even being sent into the building trade and down the mines. Agri- 
culture is being collectivized and mechanized so as to free hands 
for industrial production. That is why, lastly, stakhanovism (com- 
petitive piece-work output) and shock-worker brigades are being 
introduced, so as to boost the output per head, and, incidentally, 
by increasing the minimum quotas of output, to lower the wages- 
component in the price of the finished products. 

An increased productivity depends on the good will of the 
workers, and that is none too great. In Slovakia last year absentee- 
ism and late arrivals at work represented a 12 per cent loss of work- 
ing hours. This is being fought by the imposition of fines, curtail- 
ment of holidays for every missed working day or even part of 
day, and, finally, by the removal of persistent offenders to forced 
labour camps. Yet not even these measures have so far broken the 
spirit of non-co-operation. 

This is perhaps the place to mention the psychological factor. 
The metal workers and mechanics used to be the elite among 
working men in Czechoslovakia; they received the highest wages, 
and were solidly organized in Social- Democratic trade unions. ‘The 
lukewarm attitude, or even actual resistance, shown towards the 
Communist regime by these workers will become less effective as 
progress is made with the recruitment of young people who are bj 
now thoroughly indoctrinated, and also with the increase in the 
use of terroristic methods against recalcitrant workers. For the 
time being, the unwillingness of the workers still acts as a brake on 
the increase of production. 

The fulfilment of the Plan is being rendered more difficult by the 
nationally centralized management of the industries, which is slow 
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and unwieldy and is not able to prevent the constant recurrence of 
bottlenecks between the individual sectors of industry. Here it 
would be theoretically possible to remedy matters by decentraliza- 
tion and increased authority for works managers, but that, of 
course, would run counter to the principle of centralized planning 
and control. 

On the whole, the contribution of Central Europe to the econo- 
my of the Soviet Union in steel may amount to an addition of 
nearly 30 per cent. It can therefore be estimated that the total 
steel production in Soviet Russia and the satellite countries, exclu- 
sive of Manchuria, amounts to about 30 million tons per annum. 
By comparison with the American output capacity of go-100 
million tons a year this may not seem a great deal, but the important 
point is what percentage of it goes directly into war material pro- 
duction and what percentage to civilian requirements. And here 
the available data seem to suggest that in the Soviet-controlled 
regions, at any rate up to 1949, more, both relatively and absolutely, 
F went into war material production than was the case in the United 
States. A further contribution of Central Europe is oil (naphtha), 
amounting to about 64 million tons from Rumania, Hungary, and 
Austria. Oil production is not increasing, and this may perhaps be 
scribable to the lack of special boring machinery. Finally, there 
is the human material—the masses of skilled workers, particularly 
in mechanical engineering. 

The following figures will give an idea of the comparative wealth 
if the five satellite countries before the war. The1g38 production 
f commodities in all five satellite countries amounted in value to 

000 million, as against the United States production amounting 
to $61,000 million. It was nearly twice the Italian production 

$3,344 million), somewhat larger than that of France ($5,822 

million), smaller than that of the United Kingdom ( $8,698 million), 
and not quite half the value of production in Germany ($12,971 
million). ‘The national revenue of the whole region amounted in 
i938 to about $8,600 million. It is quite impossible to give 

liable comparative data for any post-war period. The United 

vations Statistical Yearbook for 1949/50 gives some figures for 

Czechoslovakia, but not for the other satellite countries. According 

figures given by the Czech Minister of Planning, Dolansky, on 22 


was 353 milliard crowns, or 137 per cent above the 1937 
ire, whereas in the Marshall Plan countries the increase over 
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1937 figures was only 40 per cent. In any case, with the artificial] 
price-structure and multiplicity of prices, currency ceases to be 
a measure of values. Variations in the real value of money may be 
so great as to amount at times to only one-tenth of the actual 
exchange rate. It would be useless to attempt to disentangle these 
mathematical problems. All one can say is that in all probability 
the total production of the five satellite countries does not greatly 
exceed their pre-war production, and certainly not by the fan- 
tastic amounts claimed. 


4. THE ARMAMENTS INDUSTRY AND THE ARMED FORCES 


By now Poland should be able to produce her own tanks, and so, 
perhaps, could Hungary, too. Czechoslovakia herself produces two 
types of jet aircraft according to Soviet developed designs. The 
Soviets supply planes, and also tanks and artillery, to the other 
satellite countries; only Czechoslovakia is armed with her own 
types of equipment, including tanks, whereas all the other vassal 
countries receive Soviet material. 

It is quite possible that the Soviets wish by this policy to achieve 
a standardization of armaments, and they may not at present possess 
sufficient resources to replace Czechoslovakia’s own armaments by 
Soviet models. But a further reason probably is that the Soviets 
want to make the supplying of their own arms to the other satellite 
countries an additional means of tying them even more firmly to 
the Soviet Union. 

The armed forces of Central Europe would appear to be in the 
following strength: 

Poland 350,000 men 
Czechoslovakia 220,000 
Hungary 140,000 
Rumania 280,000 
Bulgaria 120,000 


1,110,000 in all 


These figures may seem impressive, but up to now no more than 
half these forces are properly organized and armed, and air forces 
are practically non-existent. The Soviet and Eastern European 
divisions consist, not of 23,000 men, as with an American division, 
but of only 8-12,000, and at present they certainly have not 4,000 
motor vehicles each. A comparison of division for division 1s 
therefore misleading, and the question of equipment also arises 
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In any calculations, it would be necessary to add to the alleged 100 
Soviet divisions in Europe the fifty Central European divisions, 
but with the reservation that both together correspond to about 
eighty divisions by Western standards. 

Poland has sixteen divisions, with the planned addition of a 
further seven. Of these divisions, two are light-armoured and four 
motorized. All are armed with Soviet weapons throughout. Poland 
received in 1950 about 100 medium-sized bombers and jet fighters. 
Her tanks are of the T34 type. 

Czechoslovakia has fourteen divisions, of which four to five are 
motorized, and three tank brigades within the framework of a 
corps. Her air force is embryonic and of a heterogeneous composi- 
tion. Besides Spitfires and jet fighters of British make, there are 
Messerschmidts and Russian Stormovik and Iljushin fighter- 
bombers, and, finally, jet aircraft of Soviet make. In the event of 
mobilization Czechoslovakia can immediately muster a further 
four divisions, and perhaps even two more, making a total of twenty 
divisions. It is, therefore, in Czechoslovakia that rearming has 
made the greatest progress. Both Czechoslovakia and Poland 
have a two-year military service. 

Hungary has only four divisions. The rest of her armed forces 
are being trained in partisan formations, up to a projected number 
of nine divisions. This means that they are not sufficiently equipped 
with armaments to be formed into divisions on a full footing. 
Mobilizable reserves would therefore have no arms without Rus- 
sian help. Now that the High Command has been purged the 
Soviets have begun supplying the Hungarians also with tanks and 
artillery. Rumania has about six organized divisions and Bulgaria 
about four, but the latter is about to be rearmed with Soviet 
weapons, including aircraft. 

Equipped formations ready for immediate mobilization in the 
whole Central European region amount to fifty divisions of Soviet 
size. With the exception of Czechoslovakia and Poland, the quality 
of their armaments is doubtful. 


When Stalin, speaking on Army Day in 1946, said that after 
the fulfilment of the first post-war Five-Year Plan the Soviets 
would be secured ‘against any accidents’, he evidently was not 
thinking of his subsequent satellites or of China, but only of the 
reconstruction and rearmament of the Soviets. But the satellites 

ve also brought him increased obligations with which he did 
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not have to reckon formerly. Future expansion of industries in the 
five satellite countries is limited by natural resources, the present 
lack of skilled workers, and their non-co-operative attitude. 
Planning in the countries appears hitherto to have taken little 
count of these factors. In Czechoslovakia, for instance, the 
Minister of Planning, Dolansky, may plan the impossible, pro- 
posing to raise industrial production by 49 per cent in three years 
on the assumption that the workers’ productivity will increase by 
64 per cent. But any plans not anchored in reality will remain in 
the realm of pure imagination. 


ee. T. 


Raw Materials and International 


Requirements 


THE rapidity with which raw material shortages developed to their 
present alarming proportions, and their consequent unmanage- 
ability, have made it difficult to assess the precise character of the 
problems involved. 

Clearly, there are two different types of shortage. First, there 
are the genuine shortages, for example coal, sulphur, iron ore, 
wool, and zinc, in respect of which, as was already becoming ap- 
parent by the beginning of 1949, production was failing to keep 
pace with normal expanding demand. Secondly, there are the 
artificial scarcities, caused partly by the slight trade recession at 
the end of 1949—for example cotton and tin, whose production 
was temporarily restricted—and partly by the abnormal demand 
created by stockpiling and planned rearmament programmes since 
June 1950, for example rubber, copper, aluminium, nickel, and 
molybdenum. 

It is obvious that measures which could deal successfully with 
the first kind of shortage would prove no remedy for the second. 
Those now concerned with the setting up of international machin- 
ery for ensuring adequate supplies of scarce raw materials to all 
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user countries will do well not to lose sight of this basic distinction. 
A further point of importance is that, whatever measures may be 
eventually agreed upon, their success or failure will depend very 
largely on the extent to which dollar and sterling financial and 
trading policies can be harmonized. 

The genuine shortages in the first category must be regarded as 
medium or long term problems which can only be solved by in- 
telligent investment policies; and the terms of reference of any 
organizations set up to deal with them will have to include ade- 
quate incentives to expand production and develop new resources. 

The whole problem of investment needs a new approach. There 
has been a tendency in the past, especially in the recent post-war 
period, to concentrate investment in finishing industries with a 
high-value production, and to neglect the longer-term possibilities 
of the primary industries. As a result the present situation has 
arisen, Where the world’s industrial capacity is expanding more 
rapidly than its production of raw materials. The softening of 
markets in the second half of 1949 partially concealed this trend, 
but it only needed the recent short period of intensive demand to 
show that existing production of many basic raw materials does not 
leave even a bare safety margin for an emergency. There is little 
doubt that, during the next decade, a substantial proportion of 
capital investment will have to be concentrated in projects for 
bringing raw material supplies into line with industrial capacity. 

A partial solution to this kind of problem could be found, even 
in the medium term, if European and United States investment 
policies could be co-ordinated. The Americans themselves have 
been engaged on massive projects for the development of raw 
materials resources since 1945-6. 

These resources are now being increased to meet the demands of 
rearmament in addition to those of the rapidly expanding United 
States economy, but it must be borne in mind that this type of 
development will take a great deal longer to mature than is needed 
ior present United States planned expansion of industrial capacity. 
\merican forecasts, in fact, predict that expanding industrial de- 
mand may not be fully met by existing development plans. This 
ipplies particularly in the case of basic materials such as iron ore 

nd sulphur, and there is a fear that, as a result, American pressure 
n existing European sources of supply may grow stronger. Clearly, 
much could be done if the United States could be persuaded to 
ncourage and facilitate European investment in long-term projects 
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for development of basic resources, and in medium-term projects 
for developing alternative methods for obtaining essential materials 
where this is possible. Sulphur is a case in point. The facts of the 
shortage are simple. An expanding demand in all industries has up 
to now been met by supplies of rock sulphur from the United 
States, which could be treated with low cost capital equipment. 
Supplies of rock sulphur are now running out. Although there is no 
real short-term solution to the sulphur problem, there is every 
indication that a satisfactory medium-term solution can be found 
by extracting sulphur from pyrites, if the substantial investment 
required for installing the necessary plant is forthcoming. 

Artificially scarce materials present a quite different problem, 
which could be dealt with on the basis of international agreements, 
for example by co-operative rather than unilateral action on prices 
by the major producers and by long-term contracts with principal 
suppliers. It is to deal with these shortages that the terms of 
reference of the Commodity Committees now being set up in 
Washington are adapted. 

This type of shortage is directly related to the payments posi- 
tions of individual countries. One of the major problems facing al! 
supplier countries is the extent to which they should subordinate 
the immediate advantages to be gained by present high prices for 
their raw materials to the longer term advantage of prices stabilized 
at reasonable levels. In the case of Britain, for example, the dollar 
gap has been closed largely by heavy U.S. purchases of sterling 
area raw materials at soaring prices. This fact must be weighed 
against the staggering cost of these same materials to British 
industry. 

The dollar gap itself needs re-examination in the light of today’s 
conditions. The Americans have tended to regard themselves as : 
creditor vis a vis their allies and friends since 1945. In view of the 
immense moral demands that must now be made on many of the 
so-called backward countries, as well as on the industrial nations of 
the West, in order to keep Communism in check, it would be well 
if the Americans were to reconsider the basis on which they could 
finance the necessary operations to achieve this end. To do this, 
they must begin to see themselves as an investor rather than as 
creditor. They have become the banker of the free world, and this 
brings with it the kind of obligations accepted by Britain in the 
last century. 

The advantages and the disadvantages are long term. They are 
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ineluctable. They do not depend on an early quid pro quo in terms 
of trade balances, but rather on a broad vision of the future. 

Is it wise, for example, to continue to encourage Britain and the 
countries of Western Europe to strain every last sinew of their 
economies to increase exports to the United States, when the 
countries of Asia need those exports today as an answer to Com- 
munist propaganda? 

All manufacturing countries, including of course the United 
States, are faced with the fact that their exports must be cut back, 
for the time being at any rate. One of the most serious repercussions 
of this will fall on the so-called backward countries, which are, in 
the main, the world’s suppliers of raw materials. These countries 
can find ready markets at high prices for their raw materials, but 
they will find it increasingly difficult to convert their increased 
earnings into urgently needed supplies of manufactured goods. In 
present world conditions this is going to be a big political headache. 

As things are today, when a substantial proportion of such raw 
materials as Europe may be lucky enough to obtain is likely to be 
swallowed up in the essentially non-productive manufacture of 
armaments, it is certain that domestic consumers will go short and 
that exports will be insufficient to pay the increased prices for the 
raw materials themselves. The whole European programme, which 
depends on increasing productivity still further and keeping in- 
dustrial costs at the lowest possible level, will thus be seriously 
jeopardized. 

There is not enough of anything to do all the tasks at once. Con- 
sideration of priorities today must start from this basic fact. The 
makers of policy for the Western world are, and must continue to 
be, the United States and Great Britain. Between them they repre- 
sent by far the largest proportion of those nations who would rather 
live free than as slaves. Together they could agree on a joint dollar- 
sterling policy, both for concentration of investment and for 
stabilizing prices of all basic commodities. 

With a few exceptions, the world’s major raw materials producers 
belong either to the sterling or dollar areas. Countries strictly speak- 
ing outside these areas, such as France, for example, which is self- 
sufficient in the production of some essential raw materials, notably 
iron ore and manganese, nevertheless depend on sterling or dollar 
sources for many essential supplies. Sterling and dollar policies 
are, therefore, of vital importance to their economies. 

The requirements of Western Europe as a whole are to be left 
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in the hands of the O.E.E.C., which has been given direct access 
to the International Materials Committee in Washington. The 
defence requirements of the twelve Atlantic Treaty countries may 
be the concern of a new economic agency to be set up by N.A.T.O., 
whose members would probably be recruited from the O.E.E.C. 
representatives of the twelve countries concerned. But many of the 
world’s important producers of basic raw materials, while they may 
be tied in the currency sense either to sterling or the dollar, are 
not members of any of the international organizations directly con- 
cerned with Western economic or defence programmes. Their co- 
operation will only be secured by persuasion, on a purely com- 
mercial basis. Examples of countries in this position are Spain, 
producing pyrites, sulphur, copper, and wolfram; Indonesia, the 
world’s second largest rubber producer; and Argentina and 
Uruguay, producing wool. 

Europe, including Great Britain, has its own specific problems 
to face. Overshadowing all other shortages is the current coal 
shortage, which affects the whole European economy. Both in the 
short and the long term, the lack of coal is more likely to have an 
adverse effect on European economics than any other single factor. 
The reduction in available surpluses for export, principally from 
Britain and the Ruhr, is already having serious repercussions on 
the European trading pattern. In the first place, countries deficient 
in coal which have in the past relied on British or German coal 
imports are likely to be tempted in future to a far greater degree of 
preference in the disposal of their own raw materials in favour of 
those countries from whom it is possible to obtain coal. In the 
second place, the shortage of coking coal is already causing a change 
in the steelmaking policies of some European countries, by reduc- 
ing their incentive to develop their own lean domestic iron ores and 
encouraging the import of rich foreign ores which require the use 
of less coke in the blast furnace. An outstanding example of this 
tendency can be seen in the post-war trend of the Benelux coun- 
tries to use increased quantities of rich Swedish ores, due direct}; 
to difficulties in obtaining adequate coke supplies. As a result of 
this trend in Europe, and of increasing American demands for 
imported rich ores, the pressure on existing sources of supply has 
already produced a situation of shortage that can only be overcome 
by the rapid development of new ore resources. The indications 
are that a shortage of coal will continue to harass European coun- 
tries, partly for social reasons which may make the labour problem 
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increasingly difficult to handle, and partly because, in some areas, 
for example in Belgium, coal resources are running down. It is 
difficult to point a remedy for this particular problem; but it is a 
problem that deserves the most careful consideration in inter- 
national discussions. 

The five basic resolutions drafted by the O.E.E.C. Council on 
g March show that the main outlines of the European problem are 
clearly understood. It is to be hoped that they will be as clearly 
understood in Washington. 

At present the picture is not reassuring, and it may be some time 
before any satisfactory basis for policy is reached. There is no 
doubt that a joint sterling-dollar approach to the many problems 
involved would be of immense value, both in creating world con- 
fidence in the long-term development and expansion of resources 
where there are genuine shortages, and in stabilizing world condi- 
tions of supply and price in respect of those materials which are 
artificially scarce as a result of the present disorderly international 
scramble. 


G. ¥. 











